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On Feb. 18, Central Bank official Oscar Escobar told members of Congress that an estimated US
$1 billion in cash of "dirty money" (drug trade profits) entered the country in 1991. Some experts
say the amount was only half the figure mentioned by Escobar. Regardless of the precise amount,
officials have reacted to contain the impact of a huge demand for pesos in order to avoid or reduce
consumer price inflation. For instance, thus far the government effectively appreciated the peso
by 12.5% in control to reduce the money supply. The government also issued one-year exchange
certificates with a 12% discount. Colombian exporters must therefore wait a year to be paid for
exports or lose 12% on the official value of the dollar, currently set at 731 pesos, although the dollar
trades at less than 630 pesos. On Feb. 11, the Central Bank raised from 1.5% to 5% the commission
charged by commercial banks to convert foreign currency to pesos. The measure constitutes another
de facto appreciation of the peso. An unidentified official cited by Spanish news service EFE said
that in January alone over US$70 million in cash were exchanged for pesos at bank teller windows.
In 1991, the Treasury Ministry implemented a free exchange rate policy, and commercial banks
were authorized to buy and sell dollars. Previously, only the Central Bank handled foreign currency
transactions. Because the banks sell dollars to the Central Bank, Colombian foreign reserves in late
1991 reached unprecedented levels. At year-end 1991, foreign reserves were close to US$6 billion.
(Basic data from Spanish news service EFE, 02/11/92, 02/18/92; Agence France- Presse, 02/19/92)
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